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The International Bank for Reconstruction and Devel- 
opment has announced loans to Mexico and Turkey. In 
Mexico up to $10 million will be made available, to 
assist in financing small enterprises, through a line of 
credit to a consortium consisting of eight of the principal 
Mexican commercial banks, together with Nacional 
Financiera, the official financing agency of the Mexican 
Government. The Bank believes that, by taking advan- 
tage of the experience and facilities of the private banks, 
it can effectively assist in financing a broad cross-section 
of enterprise in Mexico. This is the first operation of this 
type which the Bank has conducted in the American 
Republics. 

Members of the consortium will obtain loans under 
the line of credit in order to enable them to finance the 
cost of imports required for specific development projects 
submitted by Mexican firms and approved by both the 
consortium and the Bank. The line of credit is primarily 
intended to meet the needs of smaller private enterprises, 
whose investment programs, although individually on a 
relatively modest scale, would collectively make a signifi- 
cant contribution to the development of the economy. 
Loans will normally range from $25,000 to $1 million. 

Applications by Mexican firms for loans under the 
line of credit, sponsored by individual members of the 
consortium, will in the first instance be scrutinized by 
the consortium as a whole and, if approved, will then be 
submitted to the Bank. When the Bank in turn approves 
a project, it will grant a loan to those members of the 
consortium who wish to participate, and they will re-lend 
the procééds to the “applicant. In order to ensure active 
and balanced cooperation among the members of the 
consortium, not less than five will participate in each 
loan, and individual participations will not be less than 
5 per cent and not more than 40 per cent of each loan. 

Nacional Financiera is the agency through which the 
Mexican Government will guarantee each loan. In ad- 
dition, it will, at its discretion, be able to sponsor projects 
and to participate in loans on the same basis as the com- 
mercial banks in the consortium. 

This mechanism will enable the International Bank, 
while retaining power to ensure that the loans conform 
to its general standards and objectives, to delegate to 
the consortium the greater part of the detailed screen- 
ing of the numerous projects. In the selection of these 
projects, the tests of economic and technical feasibility 
and of the credit standing of the applicant will be sup- 
plemented by the broad general criteria of the foreign 
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exchange earning or saving potentialities of the project 
and the measure in which it will contribute to the bal- 
anced development of the economy. Furthermore, the 
Bank is afforded a welcome opportunity of close collabo- 
ration with the private banks of a member country. 

The latest date for the Bank’s approval of loans under 
the line of credit will be June 30, 1952. The term of the 
loans will not in general exceed five years from the 
time of approval by the Bank. The participating mem- 
bers of the consortium will be charged interest on each 
loan at the rate of 24 per cent, plus the 1 per cent com- 
mission which, in accordance with the Bank’s Articles 
of Agreement, will be allocated to its special reserve fund, 

A loan of $9 million to the Industrial Development 
Bank of Turkey, which is guaranteed by the Republic 
of Turkey, will be used to finance the cost of imports for 
industrial development projects undertaken by private 
enterprises in Turkey. This loan is for a term of 15 
years and carries an interest rate of 234 per cent, plus 
commission at the rate of 1 per cent which is allocated 
to the International Bank’s special reserve fund. Amorti- 
zation payments will begin in 1957, and are calculated 
to retire the loan by maturity. 

As in other countries at a comparable stage of eco- 
nomic development, there are sound and worthwhile 
private industrial projects that could be undertaken in 
Turkey if local capital, foreign exchange, and technical 
and managerial experience could be mobilized to carry 
them out. Private capital exists in substantial quantities, 
but has not participated on any substantial scale in long- 
term industrial investment, sd that entrepreneurs Have 
been unable to find medium- or long-term money at rea- 
sonable rates. Furthermore, private businessmen have 
found it difficult to obtain experienced management and 
technicians and foreign exchange. 

To provide for these deficiencies, the Industrial Devel- 
opment Bank of Turkey was established on June 2, 1950 
(see this News Survey, Vol. II, p. 305). The authorized 
capital of LT 12.5 million (about US$4.5 million) has 
been subscribed by a group of 18 private institutions, 
including 13 banks, both Turkish and foreign, and 2 in- 
dustrial enterprises. The shares of the new Bank will 
later be placed among a larger number of shareholders, 
It is believed that, in addition to the private capital at- 
tracted into the Development Bank, still larger amounts 
of local capital will be attracted into equity investments 
which will be assisted, through loans or participations, 
by the Industrial Development Bank. 
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The Central Bank of Turkey has agreed to lend the 
Development Bank an additional LT 12.5 million, as re- 
quired. The LT 25 million acquired through equity and 
loans are expected to meet the local currency needs of 
the Bank. The loan from the International Bank, in an 
amount equal to the local currency resources available 
to the Development Bank under present arrangements, is 
intended to supply the foreign exchange requirements 
of the projects which the new Bank will finance in its 
initial stages. Thereafter, its foreign exchange resources 
will be supplemented by the Government through a 
special arrangement included in the Guarantee Agree- 
ment. Under this arrangement, the Government will 
convert into foreign exchange the Turkish lira payments 
of principal, interest, and other income received from 
investments which the Development Bank has made in 
foreign exchange. Since the Development Bank’s loans 
will normally be for shorter terms than the International 
Bank’s loan, the former will be able to use the foreign 
exchange provided by the Government for additional 
investments or for other operations until it is needed for 
the repayment of the International Bank’s loan. 

_ The statutes of the Industrial Development Bank, which 
has been established with the aid of technical advice from 
the International Bank, empower it to grant medium- 
and long-term loans, to help capitalize new industrial 
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undertakings and, in exceptional cases, to establish and 
operate enterprises of its own. Such participations and 
ownerships will, under the provisions of the statutes, be 
sold by the Development Bank as soon as practicable, so 
as to make its funds reavailable and to disperse owner- 
ship. Projects which require foreign exchange from the 
proceeds of the International Bank’s loan will, after ap- 
proval by the Development Bank, be referred to the 
International Bank. Another important function of the 
Development Bank will be to provide management and 
technical aids to the enterprises it finances. 

Full authority over the policy and operations of the 
Industrial Development Bank is vested in a seven-man 
Board of Directors chosen from among the stockholders, 
The management of the Bank will be headed by a person 
particularly qualified by ability and experience for the 
top position. Under him will be a staff of technicians, 
some of whom will be recruited abroad. The General 
Manager, chosen by the Directors of the new Bank, is 
Mr. Norman M. Tucker, whom the International Bank, 
which he has been serving in the position of Director of 
Marketing, has agreed to release for this purpose. 
Sources: International Bank for Reconstruction and 

Development, Press Releases, Washington, 
D. C., October 18 and 19, 1950. 


Nicaragua’s Exchange System 


The Government of Nicaragua has consulted the In- 
ternational Monetary Fund regarding the following modi- 
fications in its exchange system, which the Fund has 
approved : 

Par Value. The par value of 5 cérdobas per U.S. dollar 
remains unchanged, but its use is limited to Government 
transactions, which are not to exceed 20 per cent of 
exchange receipts. 

Buying Rate. Twenty per cent of all export proceeds 
and other exchange receipts will be purchased at the 
rate of 5 cérdobas to the dollar and 80 per cent at the 
rate of 7 cérdobas to the dollar, resulting in a uniform 
effective buying rate of 6.60 cérdobas to the dollar. The 
present multiplicity of rates arising from compensation 
and certificate practices is abolished through the estab- 
lishment of this effective buying rate. 

Selling Rate. The basic selling rate for most commer- 
cial transactions and invisibles will be 7.00 cérdobas to 
the dollar. Surcharges of 1 cérdoba per dollar on im- 
ports of semi-essential goods and 3 cérdobas per dollar 
on non-essential imports are also established. 

Complementary Measures. Twenty percent of the 
surcharge proceeds will be used for the amortization of 


the Government debt to the Banco Nacional, in addition 
to amortization normally provided for in the budget. The 
remainder will be sterilized in a special account in the 
Issue Department of the Banco Nacional for a minimum 
period of six months. Import permits will be subject to 
advance deposits of 100 per cent of the cérdoba equiva- 
lent of the value of the import, including the amount 
corresponding to the applicable surcharge. 

Nicaragua will continue to consult with the Fund on 
its exchange policy with a view to a further simplifica- 
tion and unification of the exchange system. 

The Nicaraguan Congress also approved, on October 
12, a tax of US$3 per quintal on coffee exports and an 
additional 25 per cent ad valorem tax on the excess when 
the price rises above $50 per quintal. The proceeds of 
the former tax will be used to build highways and of the 
latter to increase the international reserves of the Banco 
Nacional. 

Sources: International Monetary Fund, Press Release, 
Washington, D. C., October 20, 1950; La 
Gaceta, Diario Oficial, Managua, Nicaragua, 
October 13, 1950. 


Canadian Gold Subsidy 


The Government of Canada has consulted the Inter- 
national Monetary Fund about extending its gold mining 
subsidy at a reduced rate during 1951. 


Canada first discussed a gold subsidy program with the 
Fund in December 1947. Payments were to be made on 
output exceeding two-thirds of a mine’s production in 
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the base period from July 1946 to June 1947, or on one- 
third of its output for the current year, whichever was 
greater. The rate of assistance payment, not to exceed 
$16 per ounce, was to be half the amount by which pro- 
duction costs exceeded $18 an ounce. At that time the 
Fund’s Board of Executive Directors determined that 
the plan was not inconsistent with the Fund’s policies 
under then existing circumstances. It was enacted under 
Canada’s three-year Emergency Gold Mining Assistance 
Act, which authorized the subsidy payments for the 
calendar years 1948, 1949, and 1950. 

The revised plan which the Canadian Government pro- 
poses to put into effect in 1951 provides that both the 







Increase in New York Silver Price 


..The- price -of- foreign silver in New York advanced 5 
cents an ounce to 77.75 cents on October 23, following 
an announcement that the Bank of Mexico had stopped 
shipments to the United States, and to 80 cents on 
October 24. Offerings of silver recovered from Cuban 
coins are reported to have been withdrawn at the old 
price which had been in effect since May 4, 1950. The 
new price is the highest since March 11, 1947, when the 
quotation was 78 cents. 

With the U.S. Government required by law to buy at 
a little more than 90 cents an ounce all newly-mined 
domestic silver offered to the Treasury, domestic require- 
ments for industrial purposes, currently estimated at 100 
million ounces a year, have been met from foreign 
sources. Until recently this industrial demand has been 
met in part by shipments from Cuba and Spain, but 
Mexico has provided the bulk of the imports. 

The Bank of Mexico has been regulating its silver 
shipments with a view to stabilizing silver prices, but the 
recent heavy pre-Christmas demand from industrial con- 
sumers in the United States has imposed a severe drain 
on the Bank’s silver reserves. Mexican shipments, in- 
cluding those of independent Mexican producers, have 
averaged about 4 million ounces a month. 

Sources: The Wall Street Journal, October 24, 1950, and 
The Journal of Commerce, October 24 and 25, 
1950, New York, N. Y. 


Europe 


U.K. Balance of Payments 


In a U.K. Treasury White Paper balance of payments 
data for the years 1946 to 1950 are reported on a trans- 
actions basis, rather than on a payments and receipts 
basis as in previous estimates. For the first half of 
1950 they show an over-all trade deficit of £108 million, 
with a surplus on invisibles of £160 million, leaving a net 
current account surplus of £52 million. A comparative 
statement covering 1949 is as follows: 
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proportion of output eligible for assistance and the rate 
of assistance per ounce shall be reduced: Payment is to 
be measured at half the amount by which production 
costs exceed $22, with the maximum amount of assistance 
reduced to $11.50 per ounce. The subsidy will be paid 
on one-third of the current output of the mine receiving 
this assistance, or on the excess of current output above 
two-thirds of the 1949 level, whichever is greater. 

The Fund’s Executive Board has decided that the pro- 
posed subsidy is not inconsistent with the Fund’s policy. 
The Fund will continue to review this program in con- 
sultation with the Canadian authorities. 


Current Ac- 
Visible Trade Invisible count Surplus 
Balance Balance . or Deficit . 
(million pounds) 
Jan.-June 1949 ...... — 4 + 59 +16 
July-Dec. 1949 ...... —104 + 50 —54 
Jan.-June 1950 ...... —108 +160 +52 


The whole of the improvement in the U.K. balance of 
payments has been due to the invisible sector, for which 
oil transactions are probably largely responsible. 

The regional distribution of surpluses and deficits is 
much more satisfactory than in the past. In the first 
half of 1950 the United Kingdom had a smaller surplus 
with the rest of the sterling area, amounting to £80 
million, a surplus of £51 million with other OEEC coun- 
tries, and a reduced deficit of £52 million with the dollar 
area, of £2 million with other Western Hemisphere 
countries, and of £25 million with other countries. 

As a result of capital movements and purchases of 
dollars from the rest of the sterling area, the sterling 
balances held by sterling area countries increased by 
£200 million. While the United Kingdom’s position with 
the dollar area is therefore much more satisfactory than 
in past years, greater attention will now have to be given 
to the balance with other sterling area countries. 


Source: United Kingdom Balance of Payments 1946 to 
1950 (Cmd. 8065), London, England, October 
1950. 


U.K. Capital Market 


Large private investors in the United Kingdom, once 
the main source of risk-bearing capital, are reported to 
be liquidating their past holdings. It is believed that 
the amount of new personal savings coming on to the 
stock market in 1949 was less than the £250 million 
taken out to pay death duties and taxes on capital. A 
composite balance sheet of 2,550 companies shows that 
the latter increased the value of their own fixed. capital 
by £210 million in 1948-49. But at the same time they 
ran down their holdings of gilt-edged investments by £82 
million, borrowed £37 million more from the banks and 
increased the value of their issued capital by £123 
million. The only sectors of the private economy that 
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still have new investible funds are the insurance com- 
panies and the banks. The investment policy of both is, 
however, still heavily biased against the type of risk- 
bearing investment which might normally have attracted 
private capital. It has been suggested that the liquid 
funds accumulated during the war are now practically 
exhausted, and that the picture of the capital market 
that emerges may properly be described as alarming. 
Source: The Banker, London, England, October 1950. 
French Foreign Trade 

France’s trade with foreign countries showed a surplus 
in September 1950 for the second time since the war. 
(The first time was in July 1950, see this News Survey, 
Vol. III, p. 50.) Exports in that month were 55.6 billion 
francs (US$159 million) and imports 54.6 billion francs 
(US$156 million). When account is taken of trade with 
French overseas territories, the surplus for the month 
is 8.3 billion francs (US$24 million). Allowing for a 
probable recent rise in export prices, there has probably 
been a small increase in export volume compared with 
the monthly average of the first half of the year. The 
main reason for the increase is larger shipments of iron 
and steel. The annual rate of output of steel has in- 
creased from 10 million tons during the first half of 
1950 to 11 million tons. 
Sources: Le Monde, October 14, 1950, and Agence 

Economique et Financiére, October 17, 1950, 
Paris, France. 


Belgian Ordinary Budget for 1951 

The Belgian Minister of Finance has announced that 
the 1951 ordinary budget will be presented in balance 
with expenditures at 63.7 billion Belgian francs and 
receipts at 62.8 billion Belgian francs. Ordinary ex- 
penditures in 1950 have been officially estimated at 
Bfr 64.7 billion and receipts at Bfr 65.9 billion. A Béfr 
2.5 billion decrease in receipts resulting from the war is 
mainly responsible for the over-all decrease in ordinary 
revenue, and tax receipts will increase from Bfr 57.8 
billion to Bfr 58.2 billion. 

Non-repayable unemployment compensation expendi- 
tures will decrease by Bfr 0.8 billion, subsidies to col- 
lieries by Bfr 0.6 billion, or 60 per cent, as a result of a 
decreasing scale of compensation for exploitation losses, 
and subsidies to the National Railways by Bfr 0.35 bil- 
lion. Expenditures resulting from the war are also 
reduced by Bfr 1.7 billion. Ordinary military expendi- 
tures, on the other hand, will increase by Bfr 1.5 billion, 
teachers’ pay by Bfr 0.6 billion, and old age pensions 
by Bfr 0.5 billion. 

Source: La Libre Belgique, Brussels, Belgium, October 
18, 1950. 


Forward Sterling Sales in Belgium 
As a result of rumors of revaluation there were large 
sales of forward sterling and Swedish kronor by the 
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Belgian National Bank in the first half of October 1950, 
paralleling similar trends in New York. The raising of 
margins to 30 per cent did not check the increase in 
the volume of forward sterling sales, and in order to 
protect its reserves and to discourage speculation, the 
Belgian National Bank suspended all sales of forward 
sterling and Swedish kronor as of October 16, 1950. 
Forward transactions are still possible for commercial 
banks among themselves or with the public. They will, 
however, have to be carried out on the banks’ own terms 
and cover through the National Bank will no longer be 
available. 
Source: The Financial Times, London, England, October 
17, 1950. 


Norway’s Balance of Payments 

During the first six months of 1950 Norway’s deficit 
of goods and services amounted to NKr 662 million. The 
total deficit in the balance ef payments amounted to 
NKr 763 million (US$107 million), which is NKr 119 
million larger than half of the forecast for 1950. The 
deficit has been financed by drawing NKr 511 million 
(US$72 million) on ECA and drawing rights; new loans 
on ships have been much larger than the forecast (NKr 
44 million for the whole year), amounting to NKr 211 
million for the six-month period; various other capital 
transactions have yielded NKr 94 million. During the 
first six months net foreign exchange holdings have 
increased by NKr 60 million; about half of this repre- 
sents a decrease in short-term debt and the other half 
an increase in holdings. 
Source: Verdens Gang, Oslo, Norway, September 26, 

1950. 

Norwegian Prices 

In April 1950 when some subsidies on consumers’ 
goods were canceled, the Norwegian cost of living index 
was 159.4 (1938= 100). At that time an agreement 
between the trade unions and the employers’ federation 
called for wage negotiations if the cost of living index 
was above 165.6 by September 15, 1950. The index for 
September was 179.5, an increase of 12.6 per cent since 
March; the wholesale price index increased by 18 per 
cent in the same period. The trade unions have demanded 
full compensation for the increase in prices resulting 
from the cancellation of subsidies. The Central Statis- 
tical Office has calculated this increase at NKr 400 for 
the average family, whose consumption is the basis for 
the cost of living index. Full compensation would mean 
a wage increase of NKr 0.174 per hour, or about 6 
per cent. 
Sources: Norges Handels og Sj¢fartstidende, Olso, Nor- 

way, October 17 and 21, 1950. 


Swedish Wood Pulp and Paper Prices 
In the last quarter of 1950 most Swedish wood pulp 
exporters raised their prices to the United States by 
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about $35 per ton, or 25-30 per cent, compared with the 

preceding quarter. Export prices to the United Kingdom 
have been raised somewhat more in order to bring them 
to the same level as in other export markets. Some 
Swedish exporters have raised their prices still more. 

Swedish wood pulp prices in the United States are 
considerably higher than those quoted for regular de- 
liveries from U.S. mills. Swedish pulp is usually sold in 
“spot lots,” for which prices are higher. U.S. mills have 
demanded higher prices for “spot lots” than the Swedes 
and, under present scarcity conditions, there has been 
a tendency for them to sell more of their production in 
“spot lots.” 

Swedish exporters have also raised their prices for 
wrapping paper by about 20 per cent. Since most of the 
production for the fourth quarter is already sold, the 
new prices will not be effective before deliveries in the 
first quarter of 1951. In the first three quarters of 
this year, Swedish export prices for newsprint to the 
United Kingdom have been raised by about 52 per cent. 
Sources: Finanstidningen, Stockholm, Sweden, Septem- 

ber 16 and 30, 1950; The Financial Times, 
London, England, October 14, 1950. 
Bank Credits in Greece 

Total outstanding bank credits extended to various 
sectors of the Greek economy are reported on June 30, 
1950 at 3,717 billion drachmas, of which 2,397 billion 
drachmas are from funds of the Bank of Greece and 
1,320 billion from the commercial banks’ own resources. 
Although credits to agriculture are still the largest item 
(44.3 per cent of the total) and increased by 432 billion 
in the year ended on June 30, 1950, their relative share 
has declined in recent years as a result of both the in- 
crease in the commercial banks’ own resources—mainly 
used for commercial credits—and changes in the distri- 
bution of credits financed with funds of the Bank of 

Credits to trade (other than the tobacco trade) in- 
creased by 346 billion drachmas from June 1949 to 
June 1950. This increase appears to have resulted in 
an accumulation of inventories, since the volume of trade 
has not increased recently to any substantial extent, while 
financing of trade by the free money market continues on 
the same scale as before. A significant part of bank 
credits is reported to be used for financing building 
construction, which is an important factor in the present 
building boom. Exporting difficulties have led to in- 
creased tobacco inventories which have also been facili- 
tated by an increase in credits during the year of 89 
billion drachmas. The Greek Currency Committee has 
decided that traders may be financed only to the extent 
of 40 per cent (compared with the limit of 85 per cent 
in effect since July 1, 1950) of the value of goods pur- 
chased from industrial or commercial firms. Credit for 
financing purchases by traders of building materials is 
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not permitted, and the maximum of credit commercial 
banks using their own resources are allowed to extend 
to inland trade has been fixed at 690 billion drachmas 
for the period ending October 31, 1950. The Committee 
has expressed the view that this limit should be further 
reduced and hereafter limits are to be fixed monthly. 
Traders applying for a credit are required to deposit 
with the Bank concerned a full statement of their out- 
standing bank debts. According to an earlier decision of 
the Currency Committee (of July 26, 1950) commercial 
banks are not permitted, without its prior approval, to 
extend new credits to persons who have not repaid an ex- 
pired credit due to the same or another bank. The upward 
trend of credits to industry, which increased by 95 billion 
drachmas during the year, is regarded as normal in view 
of the continuous increase in industrial production. 
Sources: Greek Official Gazette, Vol. A, August 10, 1950, 
To Vima, October 10, 1950, and Naftemboriki, 
October 13, 1950, Athens, Greece. 


German Credit to Yugoslavia 


With the approval of the Allied High Commission, 
Western Germany recently granted a long-term credit to 
Yugoslavia amounting to the equivalent of US$35 million. 
The greater part of the credit ($30 million), which will 
be financed by the West German Reconstruction Loan 
Corporation, is to be repaid in two equal installments 
through Yugoslav merchandise deliveries in 1954 and 
1955. Yugoslavia has agreed to repay the remainder 
($5 million) in two installments of $2.5 million each in 
1952 and 1953. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 10, 1950. 


Middle East 


Egypt’s Development Plans 
- The Government of Egypt-has under consideration 
several projects for the development of irrigation and 
the generation of hydroelectric power, the total cost of 
which is estimated at LE125 million (LE] = US$2.87). 
Priority is to be given to the Aswan project which is 
estimated to cost LE25 million. It is expected that LE3.5 
million will be obtained from the Reserve Fund and the 
balance by issuing an internal loan. The date of the 
issue has not yet been set, but will probably coincide with 
the coming cotton export season. 
Sources: Al Ahram, October 5 and 7, 1950, and La 
Revue d’ Egypte Economique et Financiére, Oc- 
tober 7, 1950, Cairo, Egypt. 


Hydroelectric Development in Turkey 
Turkey will build a large dam and a hydroelectric 
plant, near Sariyar in Northwestern Turkey, in order to 


provide electrical power for an important industrial 
region, including Istanbul and Ankara. The estimated 
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cost of the new installations, which will take four years 
to complete, is $47 million. ECA will provide $8.2 mil- 
lion of the cost for purchases of equipment from the 
United States, according to an agreement recently signed 
with the Turkish Government. The new power plant 
will have a capacity of 80,000 kilowatts, and when com- 
pleted will free 275,000 tons of coal annually for export. 
Source: Turkish Information Office, News from Turkey, 
New York, N. Y., October 5, 1950. 


“Most-Favored-Nation” Clause in Iran 


Certain countries with most-favored-nation treaties 
with Iran which had claimed and been accorded the 
same privileges as those granted to American goods in 
accordance with the U.S.-Iranian trade agreement of 1943 
have not granted to Iranian goods the same privileges as 
those accorded by the United States. The terms of trade 
have thus turned against Iran, and some of these coun- 
tries have actually discriminated against Iranian goods 
by either raising import duties or prohibiting importa- 
tion on the ground that the goods were luxuries. In 
order to restore more favorable terms of trade the Iranian 
Council of Ministers has decreed that import duties of 
20 per cent will be levied on c.i.f. values of imports, 
previously imported duty free, from countries which 
had failed since 1943 to reciprocate Iran’s liberalization 
policy. The rates of duty on goods already subject to 
import duties will be doubled. The new decree will not 
affect goods coming from the United States or other 
countries granting Iranian goods similar privileges, and 
Iran will restore its earlier liberal commercial policy in 
relation to any countries which are willing to extend 
to Iranian goods the same privileges as are granted by 
them to U.S. goods. 

Source: Ettéla’at, Teheran, Iran, October 18, 1950. 


“Point Four” in Iran 


~The Iranian Prime Minister and the U. S. Ambassador 
signed in Teheran on October 19 the world’s first Point 
Four pact. The United States will provide $500,000 
which will be used to pay the expenses of U.S. farming 
and sanitation experts as well as for the importation of 
the necessary equipment. The Iranian Government will 
meet the local expenses. The aim of the pact is to set 
up model farming centers to teach farmers more efficient 
soil cultivation and sanitation practices. 
Source: The Journal of Commerce, New York, N. Y., 

October 20, 1950. 


Far East 


U.S. Grain for India 

The U.S. Government is assisting the Indian Govern- 
ment in obtaining surplus U.S. grain sorghums, urgently 
needed to maintain Indian food rations. India will ob- 
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tain more than 400,000 long tons of grain from surplus 
stocks of the Commodity Credit Corporation. The Indian 
Government will pay $13.4 million dollars and ECA will 
grant $4.5 million from funds appropriated to ECA by 
Congress. The difference between the sum of these 
amounts and the market price of the grains at the time 
of delivery will be financed by the Department of Agri- 


culture. 


Source: Economic Cooperation Administratien, Press 
Release, Washington, D. C., October 12, 1950. 
Pakistan's Public Debt 
The Government of Pakistan floated two new loans on 
July 20, 1950. The 24% per cent 1956-57 loan of Rs70 
million (about US$21 million), to be utilized primarily 
for development purposes, has been fully subscribed, 


mostly by bankers and business houses. The 3 per cent 
1960-70 loan has not yet been fully taken up. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., October 2, 1950. 


Development of Pakistan 


The Pakistan Government has prepared a six-year 
development plan which is estimated to cost Rs2,600 
million (Rs3.32 = US$1). The program envisages the 
spending of Rs820 million on agricultural development 
projects, Rs200 million on railways, Rsl00 million on 
ports, Rs100 million on roads, Rs470 million on fuel and 
power projects, Rs490 million on industries and mining, 
and Rs90 million on the technical training of Pakistanis 


STAFF PAPERS 


The second number of Volume I of Staff 
has now been published. The subjects cove 
clude “Inflation in Latin America,” “The Sovi 
Price System and the Ruble Exchange Rate,” “Some 
Economic Aspects of Multiple Exchange Rates.” 
The papers have been written by members of the 
Fund staff, but they do not necessarily express the 
policy or views of the Fund, its Executive Board, 
or its officials. 

Volume I will consist of three issues. Subscription, 
$3.50. Single issue, $1.50. 


BALANCE OF PAYMENTS YEARBOOK 
1948 


AND PRELIMINARY 1949 

This second Yearbook contains balance of pay- 
ments statements for 58 countries and for Europe 
and Latin America. The first Yearbook, published 
in 1949, covers 51 countries and Europe and Latin 
America. The data in both publications are compiled 
in such a way as to facilitate country-by-country 
comparisons, 

Price for each Yearbook: $5.00 for library buck- 
ram bound volume and $4.00 for paper bound volume. 

+ s a 


Subscriptions for above publications may be paid 
at approximately equivalent prices in currencies of 
most countries. 
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overseas and the setting up of polytechnics and labora- 
tories. The individual projects include new power sta- 
tions capable of developing 200,000 kilowatts of hydro- 
electric power and about 560,000 kilowatts of thermal 
power, six jute mills, 24 cotton textile mills, and one 
paper mill. The plan also provides for development of 
the port of Chittagong to handle nearly 4 million tons 
of goods a year instead of its present capacity of 1.8 
million. Under the agricultural development program 
the output of food crops is to be increased by 6,855,000 
tons to 26,905,000 tons a year by 1957, while the output 
of non-food crops such as jute, tobacco, and cotton is 
to be increased by 188,000 tons to 1,547,000 tons in 1957. 


Source: The Times, London, England, October 9, 1950. 


Automatic Approval System of Japanese Imports 


Since January 1950, much of Japan’s foreign trade 
has been transferred to private traders. An August 8, 
1950, the Government adopted a new import procedure, 
the “Automatic Approval System,” which applies to 48 
import categories, for which exchange to the value of 
US$45 million has been allocated for the period July to 
September. The volume of imports subject to this sys- 
tem will be increased as various commodity controls are 
removed and further efforts will be made to make 
exchange budgets more flexible and to facilitate the use 
of long-term import contracts. 

Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, September 2, 
1950. 


United States and Canada 


U.S. Business Conditions 


The continuation of inflationary pressures in the U.S. 
economy is indicated by the increase in consumer spend- 
ing from an annual rate of $185 billion in the second 
quarter of 1950 to $195 billion in the third quarter. 
This was a record increase for a 3-month period. (Retail 
sales in September were down slightly from the record 
high level of Aygust but were still 14 per cent above 
September 1949.) Funds for increased spending were 
derived from a $6.5 billion rise in personal income after 
taxes and a reduction of $4 billion in the rate of saving. 
The demand for funds was shown by an increase of 
$1.3 billion in consumer credit in July and August, and 
a $1.3 billion decline in savings deposits and holdings 
of Government savings bonds. Newly recorded residen- 
tial mortgage credit also advanced in the third quarter. 

Commercial, industrial, and agricultural loans of lead- 
ing banks rose $2 billion during the third quarter, a 
rise five times as great as in the previous year. Retail 
and wholesale inventories were increased more than 
seasonally during the summer, but manufacturers con- 
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tinued to reduce their stocks as increased output failed 
to keep pace with an extremely high volume of sales. 
Higher costs of materials, together with record civilian 
demand, were reflected in higher prices of finished manu- 
factured goods, and further pressure on prices seems in 
prospect from widespread demands for higher wages. 
Sources: Department of Commerce, Survey of Current 
Business, October 1950, and Council of Eco- 
nomic Advisers, Economic Indicators, October 


1950, Washington, D. C. 
U.S. Gold Movements 


The decrease in the U.S. Treasury gold stock (exclusive 
of gold in the active portion of the Exchange Stabiliza- 
tion Fund), which in the second quarter of 1950 was $15 
million, in the third quarter was $749 million. During 
the first 18 days of October 1950, there was a further 
decrease of $191 million, leaving a balance of $23,291 
million, compared with $24,585 million on October 19, 
1949 and an all-time high of $24,691 million on Septem- 
ber 21, 1949. 

Sources: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D.C., September 1950; Treasury Department, 
Daily Statements, Washington, D.C., September 
1950; The Journal of Commerce, New York, 
N.Y., October 20, 1950. 


Developments in U.S. Defense Program 


The National Production Authority has ordered civilian 
manufacturers of rubber products to reduce their con- 
sumption of raw rubber, both natural and synthetic, 16 
per cent below current levels. The curb, effective in 
November, provides for a reduction in use of natural 
rubber by 25 per cent in November and 37 per cent in 
December; the reduction in the use of synthetic will 
depend upon the amount necessary to lower total con- 
sumption by 16 per cent. The NPA has also-issued ‘an 
order prohibiting the use of alloy steels containing 
columbium, a metal highly resistant to heat, in civilian 
products. 

The U.S. Department of Commerce has embargoed 
all exports of molasses in order to conserve supplies for 
the manufacture of industrial alcohol. 

Source: The Wall Street Journal, New York, N.Y., 
October 21, 1950. 


Bank Rate in Canada 


The Bank of Canada announced on October 16 an 
increase in the bank rate applicable on advances to the 
chartered banks from 114 per cent to 2 per cent effective 
October 17, the first change since February 1944 and 
the second change since the Bank began operations in 
1935. The increase is widely interpreted as a warning 
that the Bank feels that serious inflationary factors are 
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present now that “Canada faces the prospect of substan- 

tially increased defence expenditures added to the pres- 

sure of virtually full employment.” 

Sources: Bank of Canada, Daily News Summary, Ottawa, 
Canada, October 17, 1950; The Financial Post, 
Toronto, Canada, October 21, 1950. 


U. K. Orders in Canada 


The Canadian Dollar Export Board announced on 
October 16 that the United Kingdom had placed addi- 
tional orders, totaling about Can$25 million, chiefly for 
Newfoundland iron ore, lumber, newsprint, canned sal- 
mon, and apples. These increased purchases are a result 
of the improvement in sterling area gold and dollar 
reserves and the favorable trend in the trade balance 
between the United Kingdom and Canada. 

Source: The Globe and Mail, Toronto, Canada, October 
17, 1950. 


Latin America 


Mexico’s Economic Progress 


Mexico’s national income has increased in the last ten 
years from 6.0 billion pesos in 1939 to 25.6 billion pesos 
in 1949. The volume index of foreign trade for the 
first three months of 1950 was 311 (1937 = 100). The 
average monthly volume of merchandise transportation, 
which is another indicator of economic development, was 
876,000 metric tons in 1937 and in March 1950 1,400,000 
metric tons. 

Source: Bank of Mexico, Restimen de Noticias Nacion- 
ales, Mexico, D.F., September 28, 1950. 


Guatemalan Coffee Crop 


On the basis of estimated figures for the last quarter 
of the Guatemalan coffee year (October 1, 1949-Septem- 
ber 30, 1950) it now appears likely that this year’s crop 
will total at least 1.1 million bags and might possibly 
equal the 1948-49 harvest of 1.2 million bags. 

Source: The Journal of Commerce, New York, N.Y., 
October 13, 1950. 


Price Control in Paraguay 


On September 6, the Paraguayan Minister of Industry 
and Commerce outlined his policy for combatting the 
rising cost of living. Every effort is to be made to wipe 
out black market operations through a well-organized 
group of inspectors and heavy penalties against breaches 
of the regulations. A careful analysis of the cost-price 
relationship of various commodities will be undertaken 
shortly to correct the situation created by fixing certain 
prices at levels satisfactory to producers. Policy in gen- 
eral will be directed toward de-control of individual com- 
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modities as soon as they are in adequate supply, and 

the Government will provide technical assistance to in- 

dustries faced with problems in their efforts to expand 

production. 

Source: La Tribuna, Asuncién, Paraguay, September 6, 
1950. 


Uruguay Liberalizes Import Restrictions 
By Decree of September 26, 1950, the Uruguayan 


Government has eliminated the requirement of prior 
import permits for imports of essential products, included 
in the first category of import classifications, from the 
United States, Canada, Japan, Argentina, Switzerland, 
and Italy. This measure extends the liberalization of 
imports of essential goods, which since July and August 
1950 has been applied to imports payable in certain 
inconvertible currencies (see this News Survey, Vol. III, 
p. 56), to practically all monetary areas. 
Sources: El Pais, Montevideo, Uruguay, September 28, 
1950; Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., October 23, 
1950. 


Argentina’s Employment Exchange 


An official employment exchange is to be established by 
the National Employment Service, a department of the 
Argentine Ministry of Labor and Social Security, with 
the primary purpose of facilitating and maintaining full 
employment. Beginning on October 1, 1950, all informa- 
tion and publications on supply and demand for labor 
within the Federal Capital must be communicated to the 
National Employment Service. This office is to prepare 
a daily Bulletin listing supply and demand for jobs and 
will offer a free publicity service by publishing this 
Bulletin in newspapers and other adequate media. Private 
employment advertisements must be communicated to the 
National Employment Service for statistical purposes. 
Source: La Prensa, Buenos Aires, Argentina, September 

23, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
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1818 H Street, N.W. Washington 25, D. C. 





